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25X1 ;. 145 is now penerally acecepted in all povermnent cireles in Czechonlovalda that
the state of tho country'ec economy is chaotie. The economic eventa leading up
%o this state of affairs have all arisen from a critieal lack of imports of

wny raterials for Czechoslovakiate hmcie engineering and rolling rill indvustries.
This is caused by a ecurrent lack of purchasing currency and the curtailment of
imports from the west, Holdings of foreimm currency are now non~existent, and
the reputed Soviet loan undor the “oviet~Gzechoslovak aprecment han not mater-
ialized,

in penoral, trade with the USSR is, from the Czechoslovak point of view; aco-
nomically unocound in that the USSR's derands for ths export of iron, steel,
machines, and rmachine tools are heavily weighted in its favor hen corrared
Ath the inferior quality of Soviet poods exported to Czechoslovakia, Parti~
cularly, the supply of Coviet cotibon is of an extren x}

25X1
25X1

25X1 | The UTGR, houever, still raintains that she vill deldve- 1.2 mil-
1ion tons, although only of this lower rrade,

«  As far as Ozechoslovak products are concerned, the exrorts of oil drilling Gubes
to the USR is expected to be held up indefinitely uithin o fou months if the
25X1 gapply of the special machine tool for joining the tues together 1s not matre
25)(1 %a’.&iﬂﬁdg I
as export Czechoslovalkia has been forced
25X1 Lo warn the USSR to oxrect a deorease, and eventual non~delivery, of the tuhes,

ve  Further set~backs to the Czechoglovalk i ort program have oceurred from the nonw
25X1 delivery of ferro~silicates| This has forced the Czechoslovaks o
I

25X1 L7y to purchase then| [Trom Yugoslavia |
25X1 ;,
25X1 Tt is also Gruc that, in the
25X ragt, propised deliveries of goods by Czechoslovakia under the barter systen have
25X 1 not alvays materialized.
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; vugoslavie, having recently sold 15 million dollars® wort: of cnpper:l
25X1 |:|hgg now abruptly redused her export of raw copper to Czechoslovakia to

7..000 tons instead of the contracted 15,000 tons for 1949. Because of this,

25X1 Czachoaslovakia is now trying Lo purchase raw copper [

25X1 | |to renew her supply which was recently curtailed.

tha purchase of a complete rolling mill the contract for which
25X1 (ineluding part payments) has already been drawn up, i3 hou being held up as
authorities are withholding the granting of an gxport license for
25X1 this miil, Tt will vi.ally offect production within six months if this license
is not pranted.

25X4. 'The rolling mill industry, Ceskoéldwnsks Im-::ef is axtrencly perturbed because

Poland is refusing to deliver rav zinc %o Czochoslovakia and has instead forced
ter bo take delivery of zine plates of an inferior qualtty. Theoe, although in-
tended in the combined Polish-Czechoslovak agreement for re~oxport, have had to
1o forced on the home market boeause of thoir oxceptionally low standard.

in general, the proposed econonic intapration of these two countries, Poland
end Czechoslovakia, is not being implemonted and is slowly turning lnto a
‘paper agreenent’ oply. The reason given for this by the Czechoslovak Minlstry
of Forsign Trade ic that at all levels of the Polish industry, ineluding the
factories and workshors, there exists strong resentment apainst Polish econonic
soaistance to Czechoslovakia. Esarples of short, or inferior, Folish delivery
ef poods, as shoun in the supply of zine mentioned above, are occurring very
fraquently.

The cumnt’stoclc of raw materials for the ferrous and non-ferrous industry in
Czechoslovakia covers only four to six months! consumption. Thia alarming de-
cling 4n stocks is due directly to the lack of dollar and sterling holdings,

Ip an attempt to combat this appalling ctate of affairs, the Czechoslovak Foreign
Viniatry established a new Trade Department under the name of Merluria vhose fune-
tion 1s to persuade the Western Powers, which are claiming compensation for their
nationalized property in Czechoslowakla, to recommence the flow of trade betimen
Cmechosiovakia and themselves under the promlse of eventual agreement of gqueh

compensatlon,

25X1

25X1 C at: The sweeping character of some of the above statments, although
made in good faith, should be aeeepted with reservation.
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